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Chapter 7:  Alternative DCF Modeils

The two-stage non-constant growth DCF model described in Chapter 4 has
a quarterly counterpart:

D, (1+g) D,(1+g)

o = +
A+ K025 (14 K)PSO

.\ Dy(1+9) . Dy(1+9)
(1 +K)o.7s. A +K)1.oo

D,(1+g)»  D(1+g)°
+

a +K)1'25 A +K)1.50

+

D1 +g)2 D3(1+g)2
+ +

A+ K)1.75 A+ K)Z.DO

P

+ — (7-3)
1+ K)2.00

The symbol g represents the first stage growth rate while P> represents

the stock price in period 2 that is obtained by applying the quarterly DCF
model using the second-stage growth rate.

Intuitively, the quarterly form of the DCF model described by Equation 7-1
resembles the standard annual form, but with a slightly modified dividend yield
component. Letting Di" = D1 (1 + K)3/4 +D2(1+ K)V2 +D3(1+ K)V4 + Dy
in Equation 7-1, the quarterly DCF equation becomes:

K=D,/Py+g (7-4)

which is very similar to the annual version. One can think of the Dy’ term
as an augmented Dt term that simply captures the added time value of
money associated with investors receiving successive quarterly dividends
and reinvesting them over the remainder of the year at K%. That is to say,
during the course of one year, the investor has the value of the first
quarter’s dividend for 3/4 of the year; the second quarter dividend for 1/2
of the year; the third quarter dividend for 1/4 of the year, and the fourth
quarter dividend is received at the end of the year. The following illustra-

tion shows how to implement the quarterly DCF model and estimate the
investor’s required market return.
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Chapter 7: Alternative DCF Models

The cost of equity capital estimate of 12.82% should be translated into
a fair return on equity by allowing for a 5% flotation costs factor. This
is accomplished by dividing the dividend yield component of the cost

of equity figure by 0.95 to produce a fair DCF rate of return on equity
of 13.03%.

7.2 Other Alternative DCF Models

Other alternative functional forms-of the DCF model are available but are
largely unrealistic and/or theoretically incorrect. The continuous com-
pounding DCF model, for example, is developed assuming that dividends
are paid continuously rather than at discrete time intervals.! Clearly, this
model does not reflect reality, any more than does the annual DCF model,
which assumes that dividends are paid once a year at the end of the year.
The continuous DCF model has the following form:

K.=Dy/Py+g (7-5)
where K. = investor's expected retum from the continuous DCF model
D, = annual per share dividend at time 0, i.e., current dividend

Another DCF model sometimes used by analysts, notably by the Federal
Energy Regulatory Commission in its determination of the electric utility
industry’s generic rate of return on equity before 1993, lies halfway
between the continuous and annual forms of the DCF model:

Kaghoe = Dp(1+0.5G)/Py+g (7-6)
where Kaghoe = investor's expected retum from the ad hoc DCF model

This "ad hoc" DCF model is based on the arbitrary assumption that the
firm is halfway into its quarterly dividend cycle and assigns half a year’s
growth to the dividend. Of course, the model does not reflect reality and is
arbitrary in nature. Only the quarterly compounding DCF model reflects
reality, is theoretically correct, and is computationally tractable.

1 The effective return under continuous compounding is computed with the follow-
ing formula:

Do[Kerin(V + ke )]+ 0
Kc=
Po
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Schedule 12
Consumers lllinois Water Company
- Derivation of Dividend Yield for Use in the
Discounted Cash Fiow Model
Dividend Yield
Average Average Average
of of of Average
Spot Last 3 Last 6 Last 12 Dividend
{03/21/00) (1) Months (2) Months (3) Months (4) Yield (5)
Proxy Group of Seven
Water Companies
American Water Works Co., Inc. 42 % 41 % 36 % 32% 3.8 %
Conn. Water Service, Inc. 4.1 3.9 3.8 42 40
E'town Corporation 3.2 32 3.6 4.1 35
Middiesex Water Company 43 4.1 4.0 43 42
Pennichuck Corporation 4.3 32 3.4 38 37
Philadelphia Suburban Corp. 3.8 3.7 3.4 3.2 3.5
United Water Resources, Inc. 2.8 2.8 2.8 3.5 3.0
Average 3.8 % 36 % 35 % 38 % 3.7 %
Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance
American Water Works Co., inc. 42 % 41 % 36 % 33 % 3.8 %
Berkshire Energy Resources 33 3.4 3.8 4.6 3.8
CMS Energy Corp. 7.5 6.1 5.2 42 5.8
Eastern Utilities Associates 5.3 5.4 55 5.6 5.5
Energy West Inc. 6.2 5.8 58 56 59
Hawaiian Electric industries, Inc. 8.3 8.5 8.0 7.5 8.1
Southern Company 6.3 57 55 53 57
United Water Resources, Inc. 2.8 2.8 2.8 35 3.0
Average 556 % 52 % 5.0 % 5.0 % 5.2 %

Notes: (1) The spot dividend yield is the current annualized dividend per share divided by the spot market
price on 03/21/00.

(2) The average 3-month dividend yieid was computed by relating the indicated annualized
dividend rate and market price on the last trading day of each of the three months ended
February 29, 2000

(3) The average 6-month dividend yield was computed by relating the indicated annualized
dividend rate and market price on the last trading day of each of the six months ended
February 29, 2000

(4) The average 12-month dividend yield was computed by relating the indicated annualized
dividend rate and market price on the last trading day of each of the twelve months
ended February 29, 2000

(5) Equal weight has been given to the 12-month average, 6-month average, 3-month average and
spot dividend yield. This provides recognition of current conditions, but does not place undue
emphasis thereon.

Source of information: Standard & Poor's Compustat Services, Inc., PC Plus Database
CheckFree Investment Services hitp://qs.secapl.com/cgi-bin/q




Notes:

Consumers lllinois Water Company
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Current Institutional Holdings (1) and Individual Holdings (2) for the

Proxy Group of Seven Water Companies and the

Proxy Group of Eight Utilities Selected on the Basis of Least Relative Distance

Proxy Group of Seven
Value Line Water Companies

Amer. Water Works Co.,, Inc.
Conn. Water Service, Inc.
E'town Corporation
Middlesex Water Company
Pennichuck Corporation
Philadelphia Suburban Corp.
United Water Resources, Inc.

Average

Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance

American Water Works Co., Inc.
Berkshire Energy Resources
CMS Energy Corp.

Eastern Utilities Associates
Energy West Inc.

Hawaiian Electric Industries, inc.
Southern Company

United Water Resources, Inc.

Average

1

February 2000
Percentage of
Institutional

Holdings (1)

317 %
9.1
28.2
NA
NA
19.2
19.2

215 %

MNT%
NA
68.6
51.1
2.0
27.9
343
19.2

33.5 %

2

February 2000
Percentage of
Individual

Holdings (2)

68.3 %
90.9
71.8
NA
NA
80.8
80.8

78.5 %

68.3 %
NA
31.4
48.9
98.0
721
65.7
80.8

66.5 %

(1) The percentage of institutional holdings is caiculated by dividing the number of shares held by
institutions by the number of shares outstanding.

(2) (1-column 1).

Source of Information:

Standard & Poor's Stock Guide




]
Consu Hiinois Water 0
istorical rojec! I
1 2 3 4 5 [ z 8 9
Five Year Value Line Projected 1996- Average Projected Projected Five
Value Line Historical Five Historical BR '98 to 2002-'04 Growth {/B/E/S Projected Five Five Year Growth Year BR + SV Conclusion of
Year Growth Rate (1) + 8V (2) Rate (1) Year Growth Rate Rate in EPS (3) (4) Growth Rate
No, of
DPS EPS DPS EPS EPS Est.
Proxy Group of Seven
Water Companies
American Water Works Co., Inc. 105 % 55 % 75 % 70 % 80 % 6.18 % 6] 71 % 83 %
Conn. Water Service, Inc. 1.3 (5) 35 (5) 34 NA NA 3.00 11} 30 NA
E'town Corporation 05 05 37 2.0 6.0 3.00 2} 45 33
Middlesex Water Company 29 (5) 15 (5) 35 NA NA 3.00 0] 3.0 NA
Pennichuck Corporation 9.6 (5) 254 (5) 53 NA NA 3.00 1] 30 NA
Phitadelphia Suburban Corp. 4.0 75 53 5.0 9.0 9.73 6) 9.4 11.0
United Water Resources, inc. -- 1.0 59 1.5 75 517 3] 6.3 39
Average 41 % 33 % (6) 49 % 39 % 7.6 % 4.73 % 52 % 66 %
Range of Growth Rates 3.3%-7.6%
Midpoint of Range 5.5%
Average of all Growth Rates (7) 5.0%
Average of Midpoint of Range and Average 53%
of all Growth Rates
Average of Projected EPS Growth Rates (8) 8.2%
Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance
American Water Works Co., Inc. 105 % 55 % 75 % 70 % 8.0 % 618 % [6} 71 % 83 %
Berkshire Energy Resources (0.5) (5) 7.1 (5) 43 NA NA 3.00 {1} 3.0 NA
CMS Energy Corp. 170 85 11.7 920 95 988 [16) 97 96
Eastern Utilities Associates 35 (2.5) 1.9 Nil 05 2.00 2} 13 0.7
Energy West inc, 70 5 3.3 (5) 5.1 NA NA 5.00 (1} 5.0 NA
Hawalian Electric Industries, inc. 15 25 22 05 20 323 7 26 2.6
Southern Company 35 30 28 0.5 90 597 {19) 75 7.8
United Water Resources, inc. .- 1.0 5.9 15 75 5.17 3] 6.3 39
Average 5.3 % (9) 4.4 % (9) 52 % 31 % 6.1 % 5.05 % 53 % 55 %
Range of Growth Rates 3.1%-6.1%
Midpoint of Range 4.6%
Average of all Growth Rates (7) 5.0%
Average of Midpoint of Range and Average 4.8%
of ail Growth Rates
Average of Projected EPS Growth Rates (8) 5.3%
Notes: (1) As shown on pages 9 through 16 of this Schedule. Historical growth rates are five-year compound growth rates. wom
(2) From page 2 of this Schedule. o g é
(3) Average of Columns 5 and 6. % 2 5
(4) From page 6 of this Schedule. L=
(5) Calculated using the same methodology as Vaiue Line Investment Survey, i.e., three-year base periods. c =z
(6) Excludes the 25.4% historical EPS growth rate for Pennichuck Corporation. in Ms. Ahern's opinion such a growth rate is Q (0] o)
not representative of the growth in EPS which can be expected to be sustainable prospectively. - =
(7) Average of Coiumns 1,2, 3, 4,5, 6,and 8. o P~
(8) From Column 7. .
(9) Exciudes negative growth rate, since it is illogical that investors would invest in the common equity of a firm with the expectation of negative growth,
Source of Information:  Value Line Investment Survey, January 7, February 4, February 18, and March 10, 2000, Standard Edition
Market Guide -I/B/E/S Earnings Estimates, March 16, 2000, yahoo.marketquide.com/mgi/

g



Proxy Group of Seven
Water Companies

American Water Works Co., Inc.
Conn. Water Service, Inc.
E'town Corporation

Middlesex Water Company
Pennichuck Corporation
Philadelphia Suburban Corp.
United Water Resources, Inc.

Average

Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance

American Water Works Co., inc.
Berkshire Energy Resources
CMS Energy Corp.

Eastern Utilities Associates
Energy West inc.

Hawaiian Electric Industries, Inc.
Southern Company

United Water Resources, Inc.

Average

Notes:

(1)
@
3
@)
©®

Exhibit No. 7

From column 6, pages 3 and 4 of this Schedule.
From column 12, page 5 of this Schedule.

From column 7, page 6 of this Schedule.
Column 2 * column 3.
Column 1 + column 4.

Schedule 14
Page 2 of 16
Consumers lllinois Water Company
Calculation of Historical BR + SV
1 2 3 4 ]
S \' BR +
BR (1) Factor (2) Factor (3) SV (4) SV (5)
54 % 54 % 380 % 21 % 75 %
2.8 1.6 38.0 06 3.4
1.5 86 259 2.2 37
1.9 43 38.2 16 35
42 11.4 9.7 1.1 5.3
33 3.9 52.1 20 5.3
—18 148 288 4.3 359
3.0% 71 % 33.1 % 20% 4.9 %
54 % 54 % 380 % 21 % 75 %
3.0 6.2 21.1 1.3 43
8.3 6.6 51.4 34 11.7
16 14 20.8 0.3 1.9
42 20 446 09 5.1
1.2 3.0 322 1.0 22
2.1 1.7 42.9 0.7 2.8
1.6 14.8 28.8 4.3 59
34 % 51 % 35.0 % 1.8 % 52 %




Proxy Group of Seven
Water Companies

American Water Works Co., Inc.

Common Equity Retumn Rate
Retention Ratio
internal Growth Rate (1)

Conn. Water Service, Inc.

Common Equity Return Rate
Retention Ratio
Internal Growth Rate (1)

E'town Corporation

Common Equity Return Rate
Retention Ratio
internal Growth Rate (1)

Middiesex Water Company

Cormnmon Equity Return Rate
Retention Ratio
Internal Growth Rate (1)

Pennichuck Corporation

Common Equity Return Rate
Retention Ratio
Internal Growth Rate (1)

Philadelphia Suburban Corp.

Common Equity Return Rate
Retention Ratio
Internal Growth Rate (1)

United Water Resources, Inc.

Cormmon Equity Retumn Rate
Retention Ratio
Intemal Growth Rate (1)

Average

Notes: (1) The internal growth rate is calculated by multiplying the common equity retum rate by

Consumers Winois Water Company
Historical Internal Growth Rate (1), i.e., BR, for
the Proxy Group of Seven Water Companies

-

1998

10.67
48.23
§.15

1215
23.75
2.89

10.91
2419
264

10.52
19.59
206

10.90
53.94
5.88

13.53
36.02
487

10.08
21.63
217

for the Years 1994-1998
2 3
1997 199%
% 1047 % 10.41
47.82 47.49
5.01 4.94
% 1225 % 12.37
292 2.4
281 277
% 1021 % 8.36
16.23 (3.72)
1.66 (0.31)
% 112 % 10.34
1561 8.07
1.74 0.83
% 955 % 973
38.37 38.93
3.66 379
% 1249 % 11.84
29.85 25.12
373 297
% 724 % 10.24
(0.29) 19.30
0.02) 1.98

1995

1135 %
§1.75
587

1268 %
22.58
286

827 %
363
034

1198 %
20.25
243

808 %
43.29
394

11.98 %
24.87
298

489 %
(69.61)
(3.40)

i

1994

10.75
53.95
5.80

1254
20.63
259

8.59
(6.35)
(0.55)

1210
20.28
245

8.09
43.09
3.49

11.18
1819
2185

10.09
7.38
0.74

the retention ratio {100% minus the dividend payout ratio). Alldataareona

(2) Excludes negatives.

Source of Information:  Standard & Poor's Compustat Services, Inc., PC Plus Database
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6

Five-Year
Average
1994-1998
Intemal Growth
Rate. i.e., BR

54 %

28

15 (2)

42

33

18 (2)

—30%




Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance

American Water Works Co., inc.
Common Equity Return Rate
Retention Ratio

Intemal Growth Rate (1)

Berkshire Energy Resources
Common Equity Retum Rate
Retention Ratio

Iinternal Growth Rate (1)

CMS Energy Corp.

Common Equity Return Rate
Retention Ratio

Internal Growth Rate (1)

Eastern Utilities Associates
Common Equity Return Rate
Retention Ratio

Internal Growth Rate (1)

Energy West Inc.

Common Equity Return Rate
Retention Ratio

Internal Growth Rate (1)

Hawaiian Electric industries, fnc.
Common Equity Retumn Rate
Retention Ratio

Intemnal Growth Rate (1)

Southern Company
Common Equity Return Rate
Retention Ratio

Internal Growth Rate (1)

United Water Resources, Inc.
Common Equity Retumn Rate
Retention Ratio

intemal Growth Rate (1)

Average

Notes: (1) The intemal growth rate is calculated by multiplying the common equity retum rate by

Consumers lilinois Water Company
Historical Iternal Growth Rate (1), i.e., BR, for
the Proxy Group of Eight Utilities Selected on the Basis of Least Relative Distance

1998

10.67
48.23
5.15

8.56
6.19
0.53

11.54
42.15
4.86

929
228
0.21

1225
28.87
3.66

11.53
16.07
1.85

10.05
450
0.45

10.05
21.63
217

for the Years 1994-1998

% 10.47 %

47.82
5.01

% 10.88 %

25.81
2.81

% 1457 %

55.60
8.10

% 10.19 %

10.63
1.08

% 11.05 %

274
251

% 1089 %

11.52
1.25

% 1031 %

854
0.88

% 724 %

(0.29)
(0.02)

I

1996

10.41
47.49
494

12.29
33.09
4.07

15.14
§7.08
8.64

8.20
(9.81)
(0.80)

1155
26.76
3.09

10.47
7.24
0.76

1253
2493
312

10.24
19.30
1.98

»

1995

11.36
51.75
5.87

725
(20.71)
(1.50)

15.84
58.82
9.32

8.81
1.77
0.16

15.19
43.42
6.60

10.98
10.82
1.19

13.01
26.46
3.44

489
(69.61)
(3.40)

10.75
53.85
5.80

13.34
35.56
474

17.27
62.57
10.81

13.56
37.10
5.03

13.89
38.05
$.29

11.02
10.29
1.13

12.47
2.50
2.81

10.09
7.38
0.74

the retention ratio (100% minus the dividend payout ratio). All data areona

(2) Excludes negatives.

Source of information:  Standard & Poor’s Compustat Services, Inc., PC Plus Database
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]

Five-Year
Average
1994-1998
internal Growth
Rate. i.e, BR

54 %

30 (2

83

16 (2)

42

21

16 (2)

3.4 %




Proxy Group of Seven
Water Companies

American Water Works Co., Inc.
Conn. Water Service, Inc.
E'town Corporation

Middlesex Water Company
Pennichuck Corporation
Philadelphia Suburban Corp.
United Water Resources, inc.

Average

1

1993
Common
Shares

Outstanding (1) Growth

62.488
4185
5.639
3.979

22859
20216

Proxy Group of Eight Utilities Selected
on the Basis of Least Reiative Distance

American Water Works Co., inc.
Berkshire Energy Resources
CMS Energy Corp.

Eastern Utilities Associates
Energy West Inc.

Hawalian Electric Industries, inc.
Southern Company

United Water Resources, Inc.

Average

Notes:

Source of information:

62.488
1.733
85.197
19.033
218
27.675
642.662
20.216

93-94

45 %

28
174

13

05

25
547

(1) Year-end shares outstanding.

(2) Exciudes negatives.

culation of Five Yeat

3
1994
Common
Shares

Ouitstanding (1

65.318
1.767
86.535
19.937
2191
28.655
656.528
31.281

4

94-95
Growth

38 %
19.0
146

25

29

39

51

Standard & Poor's Compustat Services, Inc., PC Plus Database

Consumers lllinois Water Company
rowth Shar ding (1), i.e.. S Factor
S <] z 8
1995 1996
Common Common
Shares 95-96 Shares 96-97
Outstanding (1) Growth Qutstanding (1) Growth
67.826 156 % 78.421 16 %
4.451 1.5 4518 02
7.523 34 7.782 31
4137 16 4.205 15
1.078 37 1.118 1.4
24377 5.0 25.598 24
32.880 5.1 34.549 5.1
67.826 156 % 78.421 16 %
2103 24 2.153 27
99.212 35 102.69 6.2
20.437 0.0 20.436 0.0
2254 3.0 2321 16
28.773 36 30.853 34
669.543 1.1 677.036 24
32.88 5.1 34.549 5.1

9
1997
Common
Shares

Outstanding (1)

79.686
4.527
8.022
4.269
1.134

26.213

36.295

79.686
2212
109.011
20.436
2357
31.895
693.423
36.285

10 1n
1998
Common
97-98 Shares

Growth Outstanding (1)

15 % 80.895
0.2 4536
5.6 8.471
147 4.897
50.8 1.710
5.8 27.727
42 37.836
15 % 80.895
47 2316
6.9 116.557
0.0 20.436
20 2.403
0.7 32.116
0.6 697.805
42 37.836

Five Year

Average

Common
Share

Growth

9l jo G abed
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Consumers lllingis Water Company
Calculation of the Premium/Discount of a
Company's Stock Price Relative to its Book Value, i.e., V Factor

1 2 3 4 ] 6 z
1994 1995 1996 1997 1998 Five Year
Market Market Market Market Market Average
to Book to Book to Book to Book to Book Market to \
Ratio (1) Ratio (1) Ratio (1) Ratio (1) Ratio (1) Book Ratio Factor (2)
Proxy Group of Seven
Water Companies
American Water Works Co., Inc. 1324 % 1416 % 1556.5 % 178.1 % 199.0 % 161.3 % 38.0 %
Conn. Water Service, Inc. 154.3 149.3 155.6 167.9 192.8 164.0 39.0
E'town Corporation 120.8 118.3 124.2 146.3 _ 164.9 134.9 25.9
Middlesex Water Company 169.0 150.2 149.7 164.0 175.6 161.7 38.2
Pennichuck Corporation 98.3 99.0 106.5 100.7 149.6 110.8 9.7
Philadelphia Suburban Corp. 152.1 154.6 188.5 236.5 3126 208.9 52.1
United Water Resources, Inc. 127.3 117.14 132.7 152.3 172.8 140.4 28.8
Average 164.6 % 33.1 %
Proxy Group of Eight Utilities Selected
on the Basis of L east Relative Distance
American Water Works Co., Inc. 1324 % 1416 % 155.5 % 178.1 % 199.0 % 161.3 % 38.0 %
Berkshire Energy Resources 136.4 121.4 1156.2 117.7 142.6 126.7 211
CMS Energy Corp. 185.0 190.7 196.4 216.6 239.2 205.6 51.4
Eastern Utilities Associates 136.4 126.7 106.7 119.8 1421 126.3 20.8
Energy West Inc. 200.5 186.9 182.6 166.2 166.7 180.6 446
Hawaiian Electric Industries, Inc. 141.1 148.8 146.8 147.0 153.9 147.5 32.2
Southern Company 159.9 173.5 175.9 167.6 198.6 175.1 429
United Water Resources, Inc. 127.3 117.1 132.7 1562.3 1728 140.4 28.8
Average 157.9 % 35.0 %

Notes: (1) Market to Book Ratio = average of yearly high-low market price divided by the average of beginning and
ending year's balance of book common equity per share.
(2) (1-(100/column 6)).

9} jo g ebed
vl 8INpPayds
/ "ON ¥qiyx3

Source of Information: Standard & Poor's Compustat Services, Inc., PC Plus Database




Consumers lllinois Water Company
Calculation of Projected BR + SV

1 2 3 4 5 6 7 8 9 10 1

Common Shares

Qutstanding (1)

(000,000) Projected 2002 - 2004 (1)
High Low Average
Actual Projected S Stock Stock Book Stock \
1998 2002-2004 Factor (2) Price Price Value Price (3) Factor (4) SV (5) BR (6) BR+8V(7)

Proxy Group of Seven
Water Companies
American Water Works Co., Inc. 81.02 99.00 41 % $45.0 $35.0 $20.00 $40.00 50.0 % 21 % 6.2 % 8.3
Conn. Water Service, Inc. NA NA NA NA NA NA NA NA NA NA NA
E'town Corporation 8.47 8.80 08 50.0 350 35.60 4250 16.2 0.1 32 33
Middlesex Water Company NA NA NA NA NA NA NA NA NA NA NA
Pennichuck Corporation NA NA NA NA NA NA NA NA NA NA NA
Philadelphia Suburban Corp. 27.73 42,00 87 350 250 12.00 30.00 600 52 58 11.0
United Water Resources, Inc. 37.97 38.50 03 250 18.0 15.00 21.50 302 0.1 38 39
Average 35 % 39.1 % 1.9 % 48 % 6.6 %
Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance
American Water Works Co., Inc. 81.02 99.00 41 % $45.0 $35.0 $20.00 $40.00 500 % 21 % 62 % 83 %
Berkshire Energy Resources NA NA NA NA NA NA NA NA NA NA NA
CMS Energy Com. 108.11 137.00 49 80.0 55.0 35.00 67.50 481 24 7.2 96
Eastern Utilities Associates 20.44 20.45 0.0 (8) 400 250 18.65 3250 426 0.0 07 07
Energy West Inc. NA NA NA NA NA NA NA NA NA NA NA
Hawaiian Electric Industries, Inc. 32.12 34.50 14 450 350 28.75 40.00 281 0.4 22 26
Southern Company 698.63 620.00 (2.0) 8) 40.0 350 18.55 37.50 505 1.0 78 78 (9
United Water Resources, Inc. 37.97 38.50 03 250 18.0 15.00 21.50 30.2 0.1 38 39
Average 416 % 1.0 % (9) 47 % 55 %

Notes: (1) From pages 9 through 16 of this Schedule.
(2) The S Factor is the five / six year compound growth rate between the 1998 and 2003 / 2004 (mid-point of
2002-2004 / 2003-2005 projection) common shares outstanding.
(3) The Average Stock Price is the average of column 4 and column 5.
(4) (1 - (column 6/column 7)) ‘
(5) Column 3 * column8.
(6) From page 8, column 14 of this Schedule.
(7) Column 9 + column 10.
(8) Projected 2003-2005.
(9) Excludes negative growth rate, since it is illogical that investors would invest in the common equity of a firm with the expectation of negative growth.

9l jo L ebed

Source of Information:  Value Line Investment Survey, January 7, February 4, February 18, and March 10, 2000, Standard Edition
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Proxy Group of Seven

Water Companies

American Water Works Co., Inc.
Conn, Water Service, Inc.
E'town Corporation

Middlesex Water Company
Pennichuck Corporation
Phitadeiphia Suburban Corp.
United Water Resources, Inc.

Average

Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance

American Water Works Co., inc.
Berkshire Enemy Resources
CMS Energy Corp. -
Eastem Utilties Associates
Energy West Inc.

Hawaiian Electric Industries, Inc.
Southem Company

United Water Resources, Inc.

Average

Notes:

Source of Infoimation;

Col ers |llinoi \ mpar
Projected intemal Growth Rate
1 2 3 4 ] & A
1998 2002-2004
Annual
Common
Common Total Common Common Total Common Equity
Equity Capital Equity Equity Capital Equity Growth
(%) (1) ($ mit) (1) ($ mil) () (%) (1) $ mill) (1 ($ mill) (3) Rate (4)
3600 % $3,442.30 $1,239.23 38.00 % $4,850.00 $1,843.00 8.26 %
NA NA NA NA NA NA NA
44,80 465.70 208.63 45.50 660.00 300.30 7.56
NA NA NA NA NA NA NA
NA NA NA NA NA NA NA
48.60 496.60 231.42 47.00 1,000.00 470.00 15.22
38.10 1,198.30 456.55 47.00 1,225.00 575.75 475
36.00 % $3,442.30 $1,230.23 38.00 % $4,850.00 $1,843.00 826 %
NA NA NA NA NA NA NA
29.00 7,692.00 2,230.68 36.00 13,425.00 4,833.00 16.72
5§2.00 718.90 373.83 63.50 (9) 800.00 (9) 381.00 0.32
NA NA NA NA NA NA NA
43.10 1,918.90 827.05 47.50 2,075.00 985.63 357
42,90 22,817.00 9,788.49 40.50 (9) 28,230.00 (9) 11,433.15 262
38.10 1,198.30 456.55 47.00 1,225.00 575.75 4.75

From pages 9 through 16 of this Schedule.
Column 1 * column 2.
Column 4 * column 8.

(1)
(2)
3)
(4)
(5)
(6)
(Y]
8
9

2* ({1 + column 7}/ (2 + column 7)) .
Column 8 * column 8.

1 - {column 12 / colurmn 11).

Column 10 * column 13.

Projected 2003-2005.

Value Line investment Survey, January 7, February 4, February 18, and March 10, 2000, Standard Edition

(>

ROE
Adjustment

. Factor (5)

1.04 %

1.04
NA
NA

1.07

1.02

1.04 %
NA
1.08
1.00
NA
1.02
1.01
1.02

Five / six year compound growth rate in common equity from 1998 to 2002-2004 / 2003-2005 or {((column 6 / column 3) * .20) - 1) / ({{column 6 / column 3} . 167} - 1).

8 10 n 12 3 14
2002-2004
Retum on
Return on Average Projected
Common Common Retention Internal
_Equity(1)  _Equity(6) ~ EPS{1) DPS(1) _ Ratio(7)  _Growth(s)
12.00 % 1248 % $2.30 $1.15 500 % 62 %
NA NA NA NA NA NA
10.00 10.40 3.30 2.30 303 32
NA NA NA NA NA NA
NA NA NA NA NA NA
12.50 13.38 1.50 0.85 433 58
10.50 10.71 155 1.00 355 38
4.8 %
12.00 % 1248 % $2.30 $1.15 500 % 62 %
NA NA NA NA NA NA
12.00 12.96 425 1.90 553 7.2
9.50 (9 9.50 180 (9) 1.66 (9 78 Q.7
NA NA NA NA NA NA
11.00 11.22 3.10 2.48 200 22
15.00 (9) 15.16 275 (9) 1.34 (9) 513 7.8
10.50 10.71 1.556 1.00 355 3.8
47 %
g &
Q J
4]
@ ¢
S o
- —
o H

£ 'ON Hqiyx3
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622 680| 713 7.73| 794 840] 866 932) 1028 1058 | 1148 1179 1184 44| 1197 1256 12.70 14.00 | Revenues per sh 16.90
93 110 116 137 144 150 1.38 165| 198 197 221 226 242 248) 279 305| 315  3.40 |"Cash Flow" persh 4.20
85 T Rzs 8 9% 92 JE S| L4 wE LS T 1B L3 145 158] 163  L75 [Eamingspersh £ 3%
18 20 25 28 32 K 3 40 43 A7 50 54 5 J0 76 82 86 .94 |Div'd Decl'd per sh Be 11§
12f 13| 115 Z38] Z5%( 259 3 IB| 97 31| I8 40T 48 348 447 44Z) 465 459 [CapTSpending persh 800
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T070  5002| 5023 GDJ8| 6092 RS2 6095 6124 ] 6159 6207 | 6249 | 6502 6783 7842 | 7960 01,02 96.50 96.50 |CommonShs Outstg ©  30.00
53 52 83 00| 109 89 118 87 93 N5] 24| 120 21 150 158 193] 177 Avg Amn'l PIE Ratio 17.0
A5 A48 57 58 .13 Jé| BB 5 8 0 J.n B 84 s @ 59  Relative PIE Ratio 115
53% 50%) 39% 1% | 32% | 41%] 41% 50% ] 41% 39% | 5% [ 38% 42% 36% ; 33% 27%| 30% Avg Ann’t Div'd Yield 2%
g:;ﬂ;ﬂ S;stUnC?:: ;:mmmnm 5216 57071 6330 6574 | 7125| 7702 8028 8946 | 9542 1017.8| 1225 1350 |Revenues ($mil) 1675
) - P, 54 - 83 51 766 728 798| 825 919 106831 1227 1310 150 105 | Nut Profit ($milly 25
ga':“ $2296.8 A, e,'i'fzx"‘)""" $1850mil. IR 342% | 333% GA1% | 5% | 37.7% 97A% 31T% | S79% 340% | 350% 340% [lncoma Tax Rate 0%
nterest coverage: 4%  7.7% | BA%  88% | 86% |127% 232% 11.2% | 96% 11.7% | 120% 13.0% |AFUDC%toNetProft  15.0%
Pension Liablity None 59.0% 584% | 584% 56.8% [ 61.0% | 61.0% 60.1% 53.7% | 60.1% 61.2% | 61.5% 61.5% |Long-Term DebtRatio  60.0%
Pid Stock $94 0 mill.  Pid Div'd $4.0 mill. 1 371%  381% ; 350% 36.6% | 327% {4.2%  365%  363% | b.6%  260% ; 36.0%  360% Common Equity Ratie  38.0%
1.6 mil. shs, 8.5%; 466,935 shs. 5%; (afl $25 par 13132 13695 | 1624.3 16632 | 1947.2 | 2143.2 23039 28733 | 31108 344231 3750 3975 | Total Capital (Smif) #%
amcum). Also 43,5 . Gar value) ol slock | 17419 19026 | 0371 21839 | 28065 | 27004 28620 34313 | 006 40418 | 6400 470D |Net Pand mit) 5500
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- S1%  10.3% | 123% 10.5% | 169% | 102% 103K  0.6% | 104% 10.3% | f1.0% 71.0% |Returnon ComEquity ¢ 120% |
MARKET CAP: $2.2 billion (Mid Cap) 45% 57% | 76% 58% ) B1% | 55% S51% 4T% [ 51% 49% ] 50%  5.0% |Retainedto Com Eq 6.0%
CURRE&JTW 1997 1998 93099 | 55% 48% { 43%  S1% | S50% | S51%  55% 53% | S2%  S3% | 55%  55% [AliDiv'ds to Net Prof 51%
Cas?l'Amts 127 391 460 | BUSINESS: American Water Works is the largest investor-owned  $503; in ‘97: $494. 1998 deprec. rate: 2.3%. Acquired Penn. Gas &
Other 1602 1727 2383 | b uithly it U.S. Hus 23 reguleted subs. serving 10 milion  Wesler's weter business, 206, Hus 4,035 enpioyesy, 41,000 shure-
Current Assets 7723 "2T18 "ZB43| people in 23 states. Primary service areas: New England, Md-  holders. Ware famiy owns 20% of common, O and D¥. 15.0%
Sﬂ;ﬁsgzaﬂe 123—3 13613-; 13%; Attartic, Midwest, Southeast, and Call. NJ and PA meke up 50% of {399 Proxy). Chaimen: Mariyn Ware. Pres. & CEO: | James
138 1027 1675 ] 98 waler & sewer revs. Water revs.. residential, 56%; commercial, Ban. Inc.. DE. Address: 1025 Lauwrel Oek Road, Voorhees, NJ
Cunen(L:ab. 3065 013 57, 24%; industrial, 7%; other, 13%. Avg. revs. per customer: in '98: 08043, Tel.. 609-346-8200. internet: www.amwater.com.
Fix. Chg, Cov. 217% _212% 262% | American Water Works should make sistance. As the largest domestic publiely
ANNUAL RATES Past  Past Estd'9%-98| decent earnings progress in 2000. owned water utility, American has the
%g:n"ug" sh} "'I'B‘% 5;"‘% "2’5}: | Despite  weather-related  restrictions means to effectively acguire and operate |
“Cash Flow” 70% 60% 70% | within a number of subsidiary service ter- smaller systems. In 1999, AWK bought 16
Eamings 45% 55% 80% | ritories, AWK likely grew its top and smaller water systems, which added
Erndends I 133& £% | bottom-lines in 1999 by 20% and 3%, 516,000 customers. Most recently, Amer-
. ——{ respectively, primarily as a result of suc- ican has a to acquire SJW .
Cal- | QUARTERLYREVENUES@mill) | Full | cessful geographic diversification. The (AMEX:S] which provides water to
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1905 11982 2286 2478 202 | 8NE: (which serves approximately 1.5 million million in cash. This merger, along with |
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:g gg g':’gg 23232-2 3?353 }ggﬂ -New York) should continue te provide a Citizens Utilities Company, should close
2000 ' 30 3% |13%0 platform for geographic expansion, while 'tl’%’\ yearend, pending regulatory approval.
- also providing a measure of earnings e two additions offer additional geog-
Cal. | EARMINGS PER SHARER | Fuli. stability against any future weather- raphic diversity, and should become accre-
ondar | Mar31 JunX Sep.30 Dec3t} Yeawr | rejateq earnings shortfalls. Meantime, the tive to earnings during 2001.
1994 M % A5 Z | 13| company's Pennsylvania subsidiary has American Water Works shares are
}g; 2 0% g; gg }g been granted a $24.6 million (8.7%) rate ranked to lag the market in the year
1383 %g "g & @ | 15| increase. This, alc'm%I with several addi- ahead. However, conservative investors
200 25 & 83 40| 17s|tional pending rate hikes and a growing should note that the stock merits our tup
. Ty - v — customer base, should drive a single-digit rank for Safe?' and the company also pos-
Cal- | QUARTERLYDIVDENDSPAD®™ | Full | earnings gain in 2000. sesses a solid Financial Strength ra
endar |Mar3) Jund Sepd0 Dect| Yo | The company continues to grow Furthermore, the shares offer a steadi%
199 | 175 475 415 45 | 0| through acquisitions. The high cost of increasing dividend. With the shares
#7148 19 19 19 | 76} upgrading our nation's water systems is over 20% from our November report, 3- to
}g: g’g 5102 % %’g ‘g many smaller municipal water 5- year total-return potential at the recent .
2000 | companies to turn to er, better price is warthwhile.
financed players (such as A ) for as- Steven Brachman February 4, 2000
Based ol average shares due mid-Feb. (BY Next dividend meeti : determingtion varies with each Financial Strength A
ol basic thereafter. Excludes AprlanGoe(:'exabunAprImmm MWMmmhm m 95
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U2
5.00
kAYS
246

36747 37456 3532
407 208 347
168] d43 T4

] I

BN 3687 4087 | 4182 4247 4570
663 656 610 645 677 7118
KE.C IR 190] 209 221 24

10 . 42 48 A8 60 18 0 1.0

11,06
26.04

B9 8307 Be07 B0l

TR 23 IW
2692 2150 200

5% 3% §W| 68| 6% 56 5%

097 1736 1328 909 | 1134 1279 1604 1785

an.n

8075 | 7987 7007 | 8528 | B653 0150 OAM

1198

108.11

4156 57.15 | Revenues per sh 6275
8.70 [*Cash Flow” per sh 10.50
3.25- | Eatmings per sh- X 425
1,53 {Oiv'd Decl'd per sh 8 1.90
6.00 {CapT Spending per sht 550

23.60 {Book Value per sh € 35.00

115.00 [Common Shs Outstg © 137.00

2063

62
52
127%

5] - 4| T8
2 - us
5% - . .-

79 9871 125
80 J3| 8
3% 4% | 20%

177
107
27%

1241 107 110 12§
a3 J J4 /]
25% | 3.5% 36% 3.3%

199 Avg Annv’l PIE Ratio 16.0
Relative PIE Ratio 105

26% AgAIDivdYild 2%

CAPITAL STRUCTURE as of 9/30/99
Total Debt $7806.0-mil. Due.in 5 Yrs $3027.0 mill.
LT Debt $7181.0mil. LT Interest $540.0

mill.

tncl 441,599 shs. $4.16-$4.50 $100 par, cum., call.
#$103.25$110. Incl. 8 mill. shs. $2.08 Class A pfd. |
($25 par), cum.; 4 mil. shs. 8.36% Trust P

2961.1 29770 | 2841.0
3306 2613 | 1630

X710
792

34820 | 3618.0 38000 43330
166.0 | 2030 230 77160

51410
2800

Reveruses {$milf)
1Net-Profit ($mill)

0% 143% .-
53.5% 145% | 1%
60.6% 68.5% | 62.2%
%1% 283% | 328%

UI%

3.8%
76.0%
19.6%

319% | 312% 7% N5%
30% | 3.0% 4% 2
63.1% | 65.8% 623% 57.7%

265% [.259% 304% 334%

254%
10.4%
628%
230%

income Tax Rate
AFUDC % to Net Profit

8B5%

54244 49470 | 32320
W5 40330 41218

37130
43260 -

36490 | 42800 48370 51030
45830 | 48260 50740 52800

76920
0400 |

Total Capital ($emill)
T240 [Net Plant ($milh

3.45 mill. units 7.75% conv. QUIPS.
Common Stock 115,800,521 shs.

as of 10/31899

MARKET CAP: $3.6 billlon (Mid Cap)

9.0% 82% | 93%
155% 168% | 13.3% 89%
S159%  179% | 4% 94%

44% 1 T3% | T0%  Ta% W%
HI% | 139% 127%  128%

160% | 162% 13.9% 141%

57%
9.8%
10.3%

Retum on Total Cap'l

15.5% 154% | 108% 42% [ 11.0% | 10.1% 82% 80%

A st
i

mcopmrms:g‘smf
wﬁmsas
et mmm )
Capacty 3t ok 8076

“Preak Lad, Sumrmer
Amud Loed Pty L 59.
% Change Customess {r-ong) +15

+23

Fomd Charge Cor. (%)

8% 7% | 2% 6% | 6% | 45% 4% S0%

4.0%
68%

BUSINESS: CMS Energy Carporation is a holding company for
Consaners Emergy, winch suppes eleciriciy -of -urabng
nc.) and gas (16%) to lower Michigan (excl. Detroit). Other ops.
‘incl...indepesdent. power projects (18%), oiligas exploration & prod-
uction (1%}, gas transmission (4%), & energy marketing (1%). Blec.
rev. breakdown, 98 res’, 36%; comwnl, 30%; ind), Z7%; other,

%. sources, '98: coal, 42%; nuclear, 13%; ather, 2%;
purch,, 43%. Power costs: 53% of rovs. '8 depr. rele: 4.5%. Hes
9,700 empls., 100,000 stockholders. Chairman & CE.O.: William T.
McCormick Jr. Pres..4 £.0.0: Moor.J. Fryling. inc M. Address:
Faiiane Plaza South, Suite 1100, 330 Town Center Dr., Dearbom,
M 48126, Tel.: 313-436-9200. intarnet: www.cmsenergy.com

-€MS E; has received some poten-

Dividord
| Book Valve

Revenues
"Cash Flow”

Past
10Yrs, $Y¥rs,
3.0%

(1)
4.0%
15%
-15%

9.
5% 10

tially good news concerning its utili-
ty's rate review. A group representing
industrial customers asked the regulators
tn cut the utllity’s electric rates, contend-
ing that its return on equity Is excessive.

Cat-
endar

QUARTERLY REVENUES (s mi)
Mar3f Jun3 Sep.30 Dec.1

This case is on hold, however, pendmf the
introduction of a bill in the Michigan legis-
lature. The bill would require CMS to pro-

1996
1997
1958
1999

1283 9386 9290 1183
1295 1024 10%2
1374 132 1286
1538 1353
1900 1500

.vide customer credits of $34 million over
five years, beginning in 2003, but it would
- ensure full recovery of its stranded costs.

Earnings should rise solidly in 2000.
We assume that electric rates won't

1 chan

much, if at all, in the near term,
and that a return to normal weather helps

‘the gas utility. CMS will start to book in-
come in the seasonally strong first quarter
from pipeline assets it acquired at the end
‘of March, 1999. ‘the ingependent power
production division will benefit from a full

Mar.31_ Jun.X0

year of earnings from projects that went
on-line in 1999, and several more projects

are scheduled to begin aperation this year.
Finally, a continued earnings recovery is
likely at the oil. and gas segment, due to
increased production and higher prices.

The company plans to sell some assets

in order to pay down debt. CMS had in-
tended to issue commen equity in order to
strengthen {ts capital structure, but its de-
pressed share l}:ﬂce precludes a stock offer-
ing. Instead, the company will sell an esti-
mated $500 million to $700 million of as-
sets and use the proceeds to retire debt.
The ensuing reduction in interest expense
should be enough to compensate for the
lost earnings from the assets that will be
sold. The debt paydown will boost the
common-equity ratioc by four percentage
points, but it wiil still be subpar. Our es-
timates and projections won't reflect the
asset sales untll they have been com-
pleted, possibly during the current quar-
ter. Note that these sales are separate
from CMS's annual asset-harvesting,
which is part of its game plan.
CMS stock is nntimely, but it offers an
above-average yield (compared to the
market as a whole) and good total-
return potential to 2002-2004. Despite
the fact that average annual earnings
rowth over that time could approach a
double-digit level, the stock is ata
mutltiple that's well below the market's.
Paul E. Debbas, CFA Januvary 7, 2000
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Common Stock 20,435,997 shares 87% 66% ) 19% 79% | BR[| 7.1% 66% 74% | 74% 715%| 1.5% 7.5% |Retum on Totai Capl 0%
as of 10/3199 TA%  103% | 123%  132% | 125% | 111%  9.0%  95% | 96% 00% | 0.0%  9.0% |Retum on She. Equity 9.5%
72% f0F% | 128% 135% [ 130% | 15%_ 02X 98% | 9%  64%| 0% 0%% onTomEquity T 9.5% |
MARKET CAP: $625 million (Small Cap) NWF 9% | 41% 57% | 48% | 30% 2% 1% | B% ANNF| NMF  NNF [Retained to Com Eq %
ELECTRIC OPERATING STATISTICS NMF 9% | 71%  BI% | 65% | 6%  98%  93% | 3% 101% | 101%  101% |AH Div'ds to Net Prof 9%
1996 1997 1998 - - -
BUSINESS: Eastermn Utililes Associates i a holding company 18%; other, 3%. Eastem transferred Iks equily interest in EUA
1 1 17
hmﬁw ‘48‘?3 29% ’&S.WMMW.“ pies power lo southeesiont Musse- Power buek to-EUA Puwer at no cust in- 1953 Hes nonrey. opers-
A dst Revs. L] 926 929 864 | chusetls and northem and southem coastal Rhode Istand, Also tions in energy management. '98 deprec. rate: 3.5%. Employees:
wﬁs 1;&9 1;%3 13:% sels power wholessle via its Montaup Blectic unit 1998 foet 1,137 No. com. shholders: 10,227, Chalrman & CEO: Donald G.
v Loed Factr 626 583 581 | souces: nuclear, 23%; gas, 29%; coal, 16%; o, 26%; ather, 6%. Pardus. Inc.. MA. Address: 750 W. Center St, W. Bridgewater, MA
xmm&«m +7 +8 +1.0 | Uity revenue sources in ‘98: resid., 43%; commer., 36%; indust, 02379, Tel.: 508-559-2000. intemet: www.eua.com.

1 Eastern Utilities may be acquired by the sale will aimost certainly be for only a
mﬁg’ss Past 15:“ 156:',“,’:_: New England Electric System (NEE§¥ small fraction of the unit's book value, the
ofchange(persh) 10Yrs.  5Ym. 10395 before the end of the quarter. The pact comgany will recover the loss through a
Revenues - 25% 25% | calls for NEES to buy all of EUA's out- nonbypassable transition charge. Mean-
“Cash Flow” -1.5% -Z.g% 3-% standing common stock for $31 a share, in  while, EUA has settled its claim against
Dividends 38% %ﬁs& “Xi | an all-cash transaction. The price will be NU for $11 million, resulting from the lat-
Book Value -15% 30% 5% | increased by $0.003 a share per day, for ter's subpar operation of the facility. EUA
Cak | QUARTERLY REVENUES [y mal) ral each day from November 17, 1999 ‘until also has an agreement to sell its 2.25%
ondar |Mar31 Jun30 Sep.30 Dec.3t| Yewr closing, subject to a cap of $0.49 a share. ownership of Vermont Yankee for
1997 11418 1308 1420 1458 | 5ee5| Lne merger is nol contingent on the épre‘ $600,000. The plant has #o book value.

108 11393 1300 1360 135 | s:8| viously announced purchase of NEES by The merger with NEES re'glresents k

1999 |1389 1334 1417 1298 | 5538 National Grid Group of the United King- negligible premium over the stock’s
2000 | 145 135 145 140 | 565 | dom. But it still requires approval of vari- recent quote. That's understandable, in
2001 [150 140 150 145 | 585 | ous state and federal regulatory bodies, all light of EUA’s limited prospects as a
Cal- | EARNINGS PER SHARE A T ran | ©f which are expected shortly. Despite the stand-alone entity. Not onily are the com-
endar |Mar31 Jun30 Sep30 Dect| vear | high payout ratio, EUA has stated that it gany's finances below average for a utllity,
97 T 5 &= 47 521 179] Will continue dividend payments at the but, because of EUA's small size, it wou d
1998 | 54 29 45 52| 1ao| current rate untll the alllance Is con- have difficulty competing against its larger
13 ] 7 1 5 45! 18] cluded. We have suspended the stock’s neighbors in the new unregulated environ-
2000] 40 2 45 50| 165) timeliness rank, since the shares are trad- ment. Moreuver, Cogenex, the major non-
2000 | 40 30 45 .50 | 165 ing largely on takeover considerations. core subsidiary, is not living up to expecta-
Ca- | QUARTERLY DMIDENDS PAID ®« | Fu The company plans to sell its remain- tions. In all, we consider the acquisition
endar |Nar31 Jun30 Sep30 Dec3t| Yoar i nuclear assets. Its 4% interest in price a falr one. Since the alliance will
1996 | 0 415 a5 45 | 151 Millstone 3 has a book value of §115 mil- prabably be finalized shortly, sharehalders.
197 | 415 415 415 415 | 1es| Hon. Northeast Utilities (NU), a 68% will fare egually well by retaining their
1008 | 415 415 415 415 | 166| owner of the plant, seeks to sell its stake stock in anticipation of the merger or sell-
199 | 415 415 415 415 | 166] in the unit and has agreed to sell EUA's ing their holdings now.

2000 | 415 ""| share as part of the transaction. Though Arthur H. Medalle March 10, 2000
(A) EPS tasic. Exd. gains (losses): ‘90, 46¢ | dale about Apr. 26. Divid prrt. dates: Aboul | Jowed on com. eg. in R in ‘92, 11.43%; roTate | Firancial Strength B
and ($9.24); 95, ﬁz;'); '96, (18¢); 97, 7¢; 98 | the 15th of Feb., wa( N&_Nov = Divid rein- | specified in MA or by FERC. Eam. on avg. 's Price Stability 100
10¢); ‘99, (82¢). . ipt. due wNay vast. plan avail, (C) Incl. defd . & other. | com. in "98: 8.8%. Reg. Clim.: Avg. Price Growth Persistence 15
*B) Next divid meeting Apr. 17. ex | in '98: $14.44/sh. (D) In milkons. (E) Rate a- Eamings Predictability 75
© 2000, A

mmm-:g (3 reserved. Factal material is obtained from sources believed © be refiable and is provided wihout wanrardies of any kind. .
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TRIAMUnRA iR
1994 1995 19896
1540 144 U
302 3
19 216 19
204 204 204
1057 98 1
2209 2254 250
662 732 18
143 124 4T
94 3 2
3%  76% %
1020 1084 1104
129 113 189
360% 6% 4S%
7% 141%
48.3% 50.6%
47.9% 6%
3190 38
4315 5019
59% 6.0%
78% 92%
79% 3%

PR SR

it A
1997 999 2000
16.68 18.85 1975
395 445 478
241 55 65
204 204 24
116 1.00 6.9
u am w00
8.02 860 A70
135 17.6
.18 9

6.3% 44%

1338 162

204 240
AU.3% U™
28.3% 3.5%
5% 54.0%
4285 44.0%
4532 535
133 “
6.1% 0%

{mnimiinm
1991 1992
208 1827
376 346
v S )
200 200
661 682
2.16 2105
419 488
09 125
0 R(]
79% 72%

861 892
1085 113
B4% 1A%
9.3%  106%
59.3% 57.5%
356%  B/4%
2711 2698
3194 3473
6.9% 63%
103% 9.8%
NI%  100%

NMF NMF | 14% 19% ] 23% | 0% 1.1% NW

NMF  NMF| 8% 8% | 79% | 100%  89% 103%
BUSINESS: E'%wn Corporation is the parent company of
- Elzetiown Wt Company; -the -sixth -largest -investorowned
water utiity in the U.S. Provides water service 1o about 200,000
customers in central New Jersey. Also three non-
reguiated subsidiaries. Edison Water {formed in 1997).
Liberty Water Company (formed in 1998). AWG (acq. March 1998)

"E'town Corporation has a; to be
acquired g Thames Watge':eg UK.-
based water su_})pller. The proposed pur-
chase is for $607 miillon in cash or about
. $68 per E’town share. This represented
about a 30% premium to E'town's stock
price prior to the acquisition announce-
ment. ames is the third largest water
service provider in the world, with approx-
is ly- 26- million customers. The compa-
ny already operates in Europe and Asia,
but is seeking to further expand its serv-
ices internationally, particularly in the
United States.

2248
1986
an
307
3
1.83
740
18.47
W 3%
1Mz 132
M W 8
7% 60% | 62%
CAPITAL STRUCTURE as of /30199
Total Debt $348.3 mil. Due in 5Yrs $80.0mi
LT Debt $2572 mil. LT Interast $16.0 mil.

g.T Interest Earmed:3.1x; Tokal interest coverage:
0x)

Pension: Ligbility Nore

Pfd Stock $12.0mill.  Pfd Div’d $.8 mil,
120,000 shs, 200,000 shares authorized. 5.9%.
{$100 par vaiue and cumuiative). Mandatory
redemption of entire issue on March 1, 2004,

Cormmon Stock 8,637,588 shs.

1987
212
330
241
1.88
140
18.78
0
125

1989
2033
288
163
1.95
1102
19.61
350
16.1
12
7.5%

n2
§.2
35.1%
2.5%
59.6%
- H4%
199.5
2758
5.0%
64%
st

Revenues per sh
“Cash Flow" per sh
Eamings per sh A
Div'd Daci'd per sh ®
Cap’t Spending per sh
Book Value per sh
Common Shs Outst'y.
Avg Al PIE Ratio
Reiative P/E Ratio
Avg Anel Div'd Yield
Revenues {$mill)
Net Profit ($mill)
income Tax Rate
AFUDC % to Net Profit
Long-Term Debt Ratio
Common:Equity: Ratie-
Total Capital {$mill)
660 | Net Plant {$mill)
6.0% |Return on Total Cap’l 6.0%
97% 0.5%  2.5% IRmm on She. Equity 9.5%
9% 10.0%  10.0% |Retorn on Com Equity ©  10.0% |
20% 34% | 20% 25% |Retainedto Com Eq 0%
0% Ti%! 78%  75% |ANDivds % Net Proi 0%
provides design services for water and wastewater facities. E'town
- prperties- owas pareels: of- ordeveloped -l in-New Jersay. 1958 -
depreciation rate: 2.0%. Has 505 employees. Officers and Directors
own 9.2% of common (389 Proxy). Chairman: Anne Estabrook.
CEO: Robert Keane. Add.: 600 South Ave., Westfield, NJ (7090.
Telephone: (908) 654-1234. Internet. www.etownwater.com.

E'town is trading at a mere 8% discount to}
Thames offering price. This extra potential
appreciation, assuming the deal is con-
summated, does not appear to us to war-
rant holding an to these shares. There is
always the risk that the acquisition may
not close. In that case, Etown shares
would likely fall to pre-announcement
levels. This is because the Thames offer is
stgnificantly abeve the wvaluation that
would seem to apply to an independent
E'town, based on relevant historical
measures. Thames appears to have paid a
high price for E'town because of the scar-

3
173
1.98
760
1945
359
140
1.04
8.2%

784
6.1
366%
179%
61.9%
325%
2148
2876
5.3%
7.5%
3%

34
109
30
70%

1m0
4.0
UM%
3.0%
55.0%
43.0%
5%

u8
33.9%
1.1%
52.6%
44.8%
465.7
604.9
6.9%
12%
1.5%

nTh
a2
380
5600
53%
&%
2%

MARKET CAP: $550 million (Smelt Cap)

CURRENT POSITION 1997

(SHLL)
Gash Assets
Other

0y
bt
L 4]

-
Do

6.2
3.7

8

Current Assets
Accts Payable
Debt Due
Other

| Gurrent ia.
Fix. Chg. Cov.

&

s

Moo &
SRS A%,
wonm ton
e
o=

&8

N
g
3
R
Py

2

Past
5Yrs.

5%
1.5%.

ANNUAL RATES Past
of change (persh) 10 Yrs.
Revenues -3.
“Cash Flow" .
Eamings 5%
Dividends 5%
Book Value 25%

Cak | QUARTERLY REVENUES {S mil)
eondar [Mar.31 Jund0 Sep.30 Dec3t
19% | 58 272 282
197 1 304 RS
1998 | 305 128
1999 | 365 416 X
2000 | W8 L5 4040

Est'd '96-'98
fo 0204

Cal-
endar

EARNINGS PER SHAREA
Mar.31 Jund0 Sep.30 Dec.3t

“'We expect that the deaf wilf close b
the end of this year. In order to be final-

1996
1997
1958
1939

&2 51
44 55
51
A9 66
S0 6

2zigy

ized, the acquisition requires the approval
of both sets of shareholders and state and

} federal regulatory authorities. A special

shareholders meeting to vote on the
merger is expected during the first quarter

QUARTERLY DiVIDENDS PAID 8=
Mar31 Jun.X0 Sep.30 Dec.31

of 2000. We don't expect that the proposed
acquisition will run into any regulatory

5 51 51 51
51 51 51
51 51 5
51 51 51

problems, since Thames dees not yet have
a competitive market share in the U.S.

Current investors are advised to sell
their E'town shares prior to the clos-
ing of the acquisition. Currently,

citg of other acquisition candidates in the’
U.S. water utility industry.

Meanwhile, as a stand alone company
we think E'town should produce re-
spectable e growth out to
2002-2004. ‘the main driver of these profit
increases will likely come from the utility's
non-regulated  operations.  Specifically,
E'town hopes to capitalize on its financial
_strength .and water management expertise
to capture business opportunities that are
surfacing in lieu of the privatization of
many municipal water facilitles.

Yehuda Fruchter February 4, 2000

Based i 1996, | (B) Next dividend
(A} on average earnings through,

diluted t
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RECENT PE Traifing: 104 )| RELATIVE 0ND 0
HAWA"AN ELECTR'C NYSE-HE PRICE 30 RATIO 10.2(%&1&@, PE RATIO 0.73 Yo 8.3 A m—
; High: 336 403 40 9] 446] 389 365 8 395| 415 426 405 Tar
TIMELINESS ,4‘ Ristis | PO 28 402 400 gg.al ue 31J 293| 21 33.3[ B8 e 283 2003 Poss ';?3&‘
SRIEIT & RewTieve i i ' i i i L y00
TECHMICAL 4 ramignom 80
BETA 50 (1.00 « Marked 4
i v I ety e ——r — ==f=== o
Price Retusm D R S e 3
High 45 ( 5 "} 16% u
Low 35 (s35%) 11% %
Insider Declsions 18
WAMJJASON 12
R s
0w 2 e y L1 soox e
ohy o8 47 43|iemeant 33 7 et 1w 3810
o) 10625 9201 o424 |TRded 15 sy. 287 w12
1983 19841 1985 1986 | 1987 [ 19881 1989 1990 [1991 1992 [1993 (1994 1895 1996 | 1997 1998 1999 2000 | © VALUE LINE PUB. INC. 02-04
4036 41521 3041 3288 | 3628 | 3543 | 4157 4612 4541 4165 4127 4148 4353 4572 | 4590 4624 4729  50.60 |Revenues per sh 52.25
391 4181 430 463| 504| 478 529 443! 474 502) 446 SO5 545 562 | 601 648| 650  6.55 |"CashFlow"persh 1.00
206 125| 240 257| 288) 290 306 202| 240 254| 238| 260 266 260 276 296| 289 250 Eamingspersh A 31|
152 158 166 174 1831 1985) 207 27| 221 226 | 229! 233 231 24 244 248} 248 248 |DivdDeci'dpersh®a 24
271 282| 483 4i6| 578| 583 690 650 663 806 6.41| 700 654 666| 462 519 8555 500 |Cap'l Spending persh 4.50
1632 1699| 1784 1896 1950 2195} 2348 2320| 2436 2212| 2324 | 280 2451 2505 2554 2575) 2631  26.75 |Book Value per sh © "‘EJ
1542 1602| 1658 16971 17501 20681 2121 21921 2387 O4716| 2768 2866 2077 085! 3190  3292| 3221 3300 |CommonShsOutst’g O — 3.5
76 78 93 120 03| 103 108 162 42 153 1551 125 135 137 1Z 34| 12 Avg Ann'l PTE Ratio 128
54 13 .76 Bt 69 86 8 120 ) k<) 82 82 .90 86 16 k(] 88 Relative PIE Ratio 25
96% 9.0%| 75% 57%| 62% | 65%| 62% 66% | 65% 58% | 62% | 72% 66% 68% | 67% 682% | T.i% Avg Ann1 Div’d Yield 8.4%
CAPITAL STRUCTURE as of 9/30/99 884.1 1010.8 | 10838 10314 | 11422 { 11885 12959 14106 | 14640 14852 | 15233 1670 |Revenues ($mil) 1800
Total Debt $1143.3mi. Due in S Yrs $375.0-ml. 687 507] 617 684 682 802 844 852 | 1033  1132] 111t 110 | NetProfi(Imi) 123
e T sy Torest 3000l 705y 364% [326% A% [ M08% | WS4 4% 902% | W% 305K | 320% S0 [icome Tax Rate sk
Pension Liability None 74%  11.6% [ 86% 130% | 159% | 163% 18.4% 20.7% | 165% 142% | 6.4%  80% {AFUDC%toNetProfit  6.0%
Ptd Stock $234.3 mill.  P#d Div'd $18.0 mill. 29% 421% | 437% 479% [ 486% | 481% 48.1% 4B5% | 434% 44T% | 45.0% 455% [Long-Term DebtRatio  42.0%
1,114 857 she. A% to 5%, $20 par. call. $2010 | 484%  404% | 400% 45.1% ; 44.8% [ 45.7% 462% 46.3% | H4.0% 43.i% | 4.0% 41.5% (Common Equity Ratio 41.5%
321:_260,0003hs,8%m8'b%, §100 par. call. 10185 10338 | 19674 12154 [ 14359 | 14935 1578.1 16702 [ 18513 19189 | 1965 2040 | Total Capital {$mitf) 213
:}g;,%wﬁmgmnm%wsl‘}ﬁg& 11066 11897 | 12848 13878 | 15430 | 1677.8 18082 19418 | 20196 20034 | 2155 2220 |Net Plant ($mill 2% |
ands 2018, Inch. $150 il M’”"""W.m B4% T G6% | 6B% 3% | 64% | T0% 70% 67% | 0% T4%| T0% 1.0% 'RTnonToﬂl Gl 75%
ties of trust subsid. Incl, pfd. stock due within 1yr. | 11.8%  85% | 92% 108% [ 92% | 10.3% 103% 95% | 98% 107% | 10.5% 10.0% |Retum on Shr. Equity 10.0%
Common Stock 32,213,000 shs. as of 12/31/99 13.0%  85% | 94% 3% | 96% [ 10.7% 106% 10.2% | 10.6% 114% | 11.0% 10.5% [RetumonComEquity €  11.0%
MARKET CAP: $375 miliion {Small Cap) 42% NMF| 8% 13% | 4% | 1.1% 11% 30% | 30% 18%| 15%  1.5% [Retained to Com Eq 20%
ELECTRIC OPERATING STATISTICS 0% 106% | 93% 90% | 96% | 9% 90% TIN | 76% BI% | 8%  82% |ANDiv'ds vo Net Prof 83%
NOmpReite ¥ oy 03 198 [ BUSINESS: Hawaken Eleciic Intusties, Inc. s te parer compa-  necied. Electic rev. breakiown, 96: resdentiel, 34%; commercil,
se (Y 6403 6337 - 6297 | 1y of Hewsien Bleciic Congeny (HECO, 68% of reve) & Amer  325; lurye fight & puwer, 33%: vlher, 1%. Genersting suurces, '98:
A mmﬁ # 972 999 913 | can Savings Bank (ASB, 28%). Other nonutil, subs. (4%). HECO &  of, 63%; purch., 37%. Fuel costs: 32% of revs. '98 reported depr.
Mdmﬂ gggg gggg gggg #s sbs., Maui Electic Co. (MECO) & Hawah Bectric Light Co.  rate (utfty: 39%. Has 3,700 empke., 40800 com. stockholders.
mwmm 723 716 726 | (HELCO), supply electicity to 389,000 customers on Oahu, Maui, Pres. & CEO: Robert F, Clarke. Inc.: HL. Address: P.O. Box 730,
+9 +5 +7 | Molokai, Lanai, & Hawaii. Operating cos.’ systems are not intercon-  Honolulu, HI 86808-0730. Tel.: 808-543-5662. Web: www.hel.com
Fed Crarge Cov. () a8 210 200 | We estimate that Hawaiian Electric contract that is scheduled to take effect in
ANNUAL RATES FPadt_ Powt Esta'stiss| Industries’ earnings will make little the second quarter of 2000. HELCO is also
ochamge por &) 10¥m,  5Y¥s. o'’ | Progress in 2000. On the positive side, seeking to recoup some of the costs it has
Revenues 30% 15% 20% | the Hawailan economy is finally showing incurred to build capacity on the Big Is-
~Cash Fiow” 25% 50% 2% | signs of coming out of its long slump. land. The project has suffered from
Eamings. so% 3% %% | That's reflected in the utilities' kilowatt- lengthy delays due to various litigations. If
Book Valve 25% 20% 20% | hour sales, which rose 1.3% in 1999 and it appears that the project will achieve
Cal | QUARTERLYREVENUESSmil) | rut | 7€ likely to advance again this year. That commercial operation in 2001, then
endar |Mar31 Jun30 Sep.30 Dec.31| Yeaw | Was @ reversal from the sales declines re- HELCO will file a rate case this year so
1996 |3%2 W72 W02 90 14106 corded in 1997 and 1998. Rate relief (see that rate relief can be timed to coincide|
1097 3582 %03 3674 3774 14640 below) could be another Klus. In addition, with the in-service date.
1998 |3749 %07 3773 3723 |14852| American Savings Bank has reduced costs HEI has sold its tug and barge opera-
1909 302 %97 305 4089 |15233] and taken steps that could enable it to tion. It used the proceeds of $35 million to
2000 {410 415  420- 425 1670 gal;xc market share. On the downside, the red:ce dett?t. atr;;i lot_l;le ;?tde::st saving ‘Zfi‘:l
RNINGS » deflcit at HEl Power, HEl's independent make up for t S madest profit.
,% uar:!? mmsggf Dec.3t ;.‘ﬂ wer subsidiary, is likely to increase from this business generated. HEI booked a loss
w6 | & 71 5 69| 260] $5:1 million last year due to higher devel- of $0.06 a share in the third quarter last
197 | 68 & T 1| 276| opmental costs and a delay in_the in- year, but reversed it in the fo uarter.
18t 7 7 gz 85| 79! service date of a project in China. The first Although HEI stock is ranked 4 (Be-
199 [ 6 M 73 80| 28] of two units of the plant isn’t scheduled tv fow Averaie) for Timeliness, investors
2000 68 2 .75 .75 | 29| go on line until the first quarter of 2001, seeking a ;gh yield ought to consider
Cal | GUARTERLY OMIDENDS PAIDS = | Fo | With the second to follow six months later. it. At over 8%, the yleld is more than two
endar [Mar31 Jun Sep.30 Decdi| Yoar One of HEI's utilities has a rate case percentage points above the industry aver-
9 ] 60 & 60 6 | 241 ending. Hawail Electric Light Company age. There is some fear of a dividend re- |
1007 | 6 6 & 611 244] \HELCO) has requested a tariff increase of duction, but management has stated that
0] 2 & & 6| 248l $315.5 mililon (3.6%), based on a 13.5% re- it has no plans to cut the dishursement.
1990 | 8 & & 6 | 248! turn on equity. This will enable the utility But don't expect an increase anytime soon.
2000 to recover the cost of a purchased-power Paul E. Debbas, CFA February 18, 2000
{A] Basic EPS. Exd. nonrear. Ioss: ‘87, 66¢; | about Apr. 25. Goes ex about May 8. cost. Rete afowed on cont. eq. 1

($3.02);

%am losses) from discont. ops.. "2,
83, ( , (31¢) net; '99, 12¢. Next eam-

{
50¢);
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: makerial s obtained

of it may be reproduced, stored o n any

dates: 10th of Mar., June, Sept., Dec. »
f jbles. In '98: | '99: MECO, 10.94%; eamed on avg. com. eq.,
'98: 11.5%. Regulatory Climate: Above Avg.
from sources befleved 10 be reliable and is provided without wanarties of
IN. This publication is stridlly o subscrbos’s cwel. non-comvacitial, inkoinal

, ne Publishing, tnc. A rights resesved. Fachual 5
THT PUBLISHCR 15 NOT RESPONSIBLE TOR ANY CRRORS OR OMISSIONS I8 RL
Wed prtad, clecyoric or other krm, & used Yor generaling or markeling any primed or dlecyoric publicaion, service or

base: Orig.
d '95:!-5%,11.4%;&1'97:

HELCO, 11.65%; in

any kind.

AL, +

To subscribe cali 1-800-833-0046.




RECENT

Exhibit No. 7
Schedule 14
Page 14 of 16

PE Traiting: 18.3 )/ RELATIVE DN'D 0/
PHILA, SUBURBAN wysesse  [58" 21 i 18.4 (v iimmms 120120 35% G |
High. 84 73 75 82| 83| 104 8| 108 149 222 301 304 Target Price Range

TIVMELIESS 4 Lotz low 63 &4 53 59‘ e.sl 7.a| g.asl o7 1043‘ 114 8o 198 2002 | 2003 2004
L Ko FADKV OV IDY AL TN | 50
TECHNICAL 3 Rased 1072959 [ 4dor3t 0
BETA 55 (1.00=Marked ‘;‘?{ o =T F===

0 PR At Trdnl ! A}iluud ||| ULy g;
Gain  Retum — = 15

High 40 $+9o'/. 20% e 12
Low 30 (+45%) 12% r — 10
Insider Decisions s e i 8

MAMJJIASON 6

Opfos 000101100 ! 4

P L0 S8 20800 % TOY. RETURN 1299 |_
U 01N 301 { oo emen

by B N o« 1 : 1 T w9 108
Hidwd®) 7908 8081 8035 | TR0ed 15 = Sy 1848 1212
1983 19841985 1986 1987|1988 1989 1990 | 1991 1992 1993 (1994 1995 1996 [ 1997 1998 1999 2000 | ©VALUELME PUB, INC. 02-04

453  §36) 607 691 749 870} 886 527| S57 475 44| 473 478 485 | 526 545| 635 690 |Revenuespersh 115
a 8 82 12| 148) 129] 126 13| 196 1.02| 108| 109 12 13 145 159 170  1.80 {“Cash Flow" persh 205
5 5 56 81 56 59 5 64 85 52 54 58 Ris 78 88 103| 140  1.20|Eamingspersh A 1.50
42 M A A8 AT 47 A7 .50 50 52 54 55 51 59 £2 8 J0 .74 |Div'd Deci'd per sh B 5
] 88| 106 127] 14| 172] 224 197 140 18T 1231 119 136 124 150 213| 1.60  1.50 |Capl Spending per sh 1.50
626 538| 652 541; 550| 5627 570 S548) 538 544 59| 626 641 700| 739 835 910 975 |Book Value persh 12.00

T4l 13520 136 W8] V45| WAB] 1508 1561 | B W0E | B8 | BB NB BS 59t 273 4100 4120 CommenSheOutet'y © 4200 |

97 107 122 1287 WO0] 123] 128 102 108 125 WA 135 120 8| w8 25| 210 Avg Ann’l PIE Ratio 2.5
82 10 99 8 8 102 98 76 69 18 85 89 .80 88| 103 149] 115 Relative PIE Ratio 1.50

75% 76%| 65% 58%| 60%| 65% | 69% 7% | 72% 68% | 59% | 60% 62% 49% | 39% 29% | 30% Avg Al Div'é Yield 28%
CAPITAL STRUCTURE as of 9/30/90 | 1335 23| 86 93] 1012] 1086 1170 1225 1362 1500{ 260 285 |Revenoes ($mill 360
Total Debt $444.9 mill. Due in 5 Yrs $270.0 mifl 78 97) Mo nS| wI| 156 190 198| BZ BB 450 500 |Net Profit (Smill) 6.0 |
Do A aerest SSLOMA. TGN 9TA% | 02% 412% | 415% | 25% 04% 414% | W05% 05% | AKX [ncome Tax Rate ws%
{Total inkorest coverage: 3.4x) .. Sl o ssm | % 6% | 18%  15% | 5% 1.5% |AFUDC%toNetProft  1.5% |
Pension Liabllity None 65.5% 67.0% | 63.7% 560% | 40.9% | 50.0% 519% 54.1% | SA4% 527% | 39.0% 53.5% |Long-TermDebtRatio  53.0%
Pid Stock 1.8 1. PldDiv'd $.4 mil, | 345%  327% | 325%  395% [ 467% | 47AK  464% 440% | MBK 4GA% | 46.5% 485X CommonEquity.Ratc  41.0%.
100,000 8.66% shares, to be redeemed '95-01 2490 2614 | 2637 2705 | 2912 | 3001 3360 4017 | 4212 4%5| 00 850 | Yolal Capltal ($mil) 1000

2884 3067 3210 3456 | 3662 | 3857 4369 5029 | 5345 6098 ! 1050 1100 |Net Plant (Smill) 128

Common shares 59% 68% | 66% 67T%R| 7% | 70% 77% 68% | 74% 76%| 7.5%  7.5% Retum on Total Cap'l 1.5%

Stock 40.962.206 9.1% 114% | 11.5%  08% | 10.0% | 104% 11.7% 10.7% | 118% 123% | 125% 125% [Retum on Shr. Equity 12.5%

MARKET CAP: $850 million (Smali Cap) 91%  114% | 11.9% 9% | 102% [ 103% 1.TR V1% | 120% 124% | 125% 1Z5% |Retumn on Com Equity ¥ 12.5%
CURRENT POSITION 1987 1998 /3089 | 10% 25% | 27% 16% | 16% | 21% 35% 26% | 36% 4.5% | 40% 4.0% [Retainedto ComEq 40%
catul) 7 7 64| 5% TE%| 7% BSK | % | 8% TI%  TS% | T0%  64%| 62% 6% |ANDivds to NetProf 59%
Receivables 235 2712 41.9 1 BUSINESS: Philadelphia Sububan . of Phiadelphia  22%; industrial & other, 11%. Averag phion per ¢
mm (AvgCst) }«3 }‘2’ gj - Sebsorban Wtker Cu. (Psmt);uegum m provides witer by “98:102;900- gal. Hizs-gaux. 540-e1miuyess, 13,650 stackhukders:
Current Assets —370 —370 555 | °pproximalely 1.8 miion residents in Pennsylvania, Ohio, New Jer- Conpamiopssmlada&:xwﬂmlsiﬂ%ofwmm;d-
Accts Payable 10.3 167 1031 s {linois, and Maine. Sold three of four non-water businesses in  ficers and Directors, 2.2% {4/99 Proxy). Chairman, Pres. & CE.O.
Debt Due 174 78 334 | '91; sold telemarkating group in '93. Acquired Consumers Water  Nicholas DeBanedictis. Iinc.: PA. Address: 762 Lancaster Avenue,
Other 17.3 204 78.0 | 4/99. Water. supply revenues '98: residential, 67%; commercial, Bryn Mawr, Pennsyivania 19010. Telephone: 610-527-8000.
gmc:‘g“éz'v 312% 315;%; 333’% "We think that Philadelphia Suburban stages of consolidation, we expect PSC to |
ANM R.ATéS Pt ot Ecid 05798 posted a modest earnings gain in continue expanding its customer base
ofchamge (per sk} 10¥m.  5Vm.  to'02'%d 1999, As we went to press, the company through the purchase of smaller public
Revenues 40% 10% 55% | had yet to announce profits for the fou and privately owned systems.

“Cash Flaw” 20% 6. 60% | guarter and ful) year. When those data do. We expect healthy revenue and earn-
Eamings 13% % 20% | become avallable, we expect PSC to report ings growth through 2000 and beyond,
Book Value 30% 65% 80% | earnings of $1.10 a share, an improvement aided bg acguisitions and cost-cutting ef-

o | CUARTERLY REVENUES G il] | Fust of 7% over the previous year's tally. The forts. PSC might also enhance its growth
endar |Mar3 Jun30 Sep.30 Dec| Year | COMPANY continues to be active on the by adding mere services under contract.

1995 29'3 07 08 AT |12z5| mrerger front, having completed 17 acquisi- re outsourcing of services is a viable al-

1997 | 310 33 68 351 | 1%2 tions and growth ventures during the ternative for municipal systems that are

1008 | M3 331 417 377 | 1510 Year- This expansion, along with natural looking te make operations more efficlent

1999 | 586 62 603 659 | 260 | System growth, helped PSC to increase its but are reluctant to sell assets. Along

2000 | 650 710 770 720 | 285 | customer count by approximately 3%, in these lines, PSC recently announced that

Car EARNINGS PER SPARE A ] a0 industry with a norm closer to 1%. tts ‘Consumers New Jersey subsidiary has
ender |Mar31 Jun0 Sep.30 Dec3t| Year We expect the company to continue been awarded a three-year contract to pro-

9% | 6§ 21 B 18 T8 owing through acquisitions. Because vide water meter reading, billing, and cash

wrl 7 2" O ® A 'sa| of the high costs involved in maintaining remittance services for the Winslow

98 ] ® ¥ 1 23| te3] @and upgradlnﬁ water mains and pumping Township municipal water system in Cam-

199 | 2 2o 35 24| 140] stations, smaller water systems’ interests den County, New Jersey.

2000 25 30 37 28| 120| are often better served by selling their as- Though ranked as untimely, Philadel-

Cah | QUARTERLYDVIDENDS PADB s | oy | SELS, tO well-capitalized companies such as phia Suburban stock is a good choice
ondar |Nar31 JunX Sep.30 Deci| Yewr PSC. Since 1992, the company has for conservative investors. Three- to 5-

1996 —-———H YT 52 1 52 = pursued a vegienal growth-threugh- year _totalreturn potentisl on a risk-

1997 | 12 182 16 16 ‘52| @cquisition strategy that has included over aﬂ’:lsted basis is decent, and may well be

1008 | 163 183 47 17 67 40 water companies and wastewater sys- enhanced by additional acquisitions, which

199 ] 7 7 18 18 70| tems. With the water industry remaining are not included in our projections.

2000 | : ’ ’ "7{ highly fragmented and still in the early Steven Brachman February 4, 2000
A) Based on avg. shares ing. Exd. B) Next dividend ing about Feb. 5th. In millions, adj for stock 3 's Financlal B+
Lo!mac. chag:::g ‘86, 12¢; '90, 74¢; ‘N1, 67¢; &ges ex about Feb"?gh?oiv’d. payment ELRslu'n on cummwequity Mwby PA 's wnyw 85
‘92, 72¢; '99 11¢. disc. operations. '96, 5¢. dates: 1st of March, June, Sept., & Dec. » in '91 rate adjustment: 12.0%. Retum on | Price Growth Persistence 90
Next 8amings report due mid-February. Divd. reinvestment plan avaiiable. avg. common equity in ‘98, 11.7%. Eamings Predictability 95
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